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HILL, INZINA & COMPANY

INDEPENDENT AUDITOR'S REPORT ON FINANCIAL
STATEMENTS AND SUPPLEMENTARY INFORMATION

Board of Commissioners
Morehouse Sales and Use Tax Commission
Bastrop, Louisiana

We have audited the accompanying financial statements of the governmental activities and
the major fund of Morehouse Sales and Use Tax Commission (the “Commission™), as of and for the
year ended June 30, 2010. which collectively comprise the Commission’s basic linancial statements
as listed in the table of contents. These financial statements arc the responsibility of the
Commission’s management. Our responsibility is to express opinions on these financial statcments
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Goverrment
Auditing Standards, issued by the Comptroller General of the Unilted States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are frec of material misstatement. An audit includes examining, on 4 test basis, evidence
supporting the amounts and disclosures in the financial statements. Anaudit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinions.

The Commission did not implement Governmental Accounting Standards Board (GASB)
Statement No. 43, Accounting and Financial Reporting by Employers for Postemployment Benefits
Other Than Pensions for the fiscal year ended June 30, 2010. Accounting principles generally
accepted in the United States of America require that postemployment benefits [or retired employees
be accrued. The amounts by which this departure would aftect the liabilities and net assets of the
governmental activities are not reasonably determinable.

In our opinion, except for the effect of not accruing postemployment benefits for retired
employces for the governmental activities, as described in the preceding paragraph, the [inancial
statements referred to above present fairly, in all material respects, the respective financial position
of the governmental activities of the Commission as of June 30, 2010, and the respective changes
in financial position thercof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
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In addition, in our opinion. the financial statements referred to above present fairly, in all
material respects, the respective tinancial position of the mujor fund of the Commission as of June
30, 2010, and the respective changes in financial position thercof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
December 16, 2010 on our consideration of the Commission’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations. contracts,
and other matters. The purpose of that report is 10 describe the scope of our testing of internal
control over tinancial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be
considered in asscssing the results of our audit.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information be presented to
supplement the basic (inancial statements. Such information. although not a part of the basic
financial statements is required by the GASB, who considers it be an essential part of financial
reporting (or placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
mformation in accordance with auditing stundards generally accepted in the United States of
America. which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic linancial statements. and other knowledge we obtained during our audit of the
basic ftnuncial statements. We do not express an opinion or provide any assurance on the
information becausc the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

IsfHIlL Inzina & Co.

December 16, 2010
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MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP. LOUISIANA

MANAGEMENT'S DISCUSSION AND ANALYSIS
As of and for the Year Ended June 30. 2010

As management of Morchouse Sales Tax and Use Tax Commuission ( the “Commission™), we offer
readers of the Commission’s {inancial statements this narrative overview and analysis of the
financial activities of the Commission for the fiscal year ended June 30, 2010. This discussion and
analysis of management is designed to provide an objective and easy to read analysis of the
Commission’s financial activities based on currently known facts, decisions, or conditions. 1t is
intended to provide readers with a broad overview ol the Commission’s finances. It is also intended
to provide readers with an analysis of the Commission’s short-term and long-term activities based
on information presented in the financial report and fiscal policies that have been adopted by the
Commission. Specifically. this section is designed to assist the reader in focusing on significant
financial issues, provide an overview ol the Commission’s tfinancial activity. identify changes in the
Commission’s financial position (its ability to address the next and subsequent years® challenges),
identify any material deviations trom the linancial plan (approved budget). and identify individual
fund issues or concerns.

As with other sections af this financial repor, the information contained within this discussion and
analysis of management should be considered only a part of the greater whole. The readers of this
stutement should take time to read and evaluate all sections of this report. including the notes 10
financial stutements and the required supplementary information that is provided in addition to this
discussion and analysis of management.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Commission's {inancial
statements. The Commission’s basic financial statements consist of the following components:

1. Government-wide financial statements

Government-wide financial statements are designed by GASB Statement No. 34 to change
the way in which governmental financial statements are presented. It now provides readers
for the first time with a concise “entity-wide™ statement of net assets and statement of
activities. seeking to give the users of the financial statements a broad overview of the
Commission’s financial position and results ol operations in a manner similar (o a private-
sector business.



The statement of net assets present information on all of the Commission’s assets and
liabilitics using the accrual basis of accounting, which is similar to the accounting used by
most private-sector companics. The differcnce between the assets and liabilities is reported
as net asscts. Over time. increases or decreases in net assets may serve as a useful indicator
of whether the finuncial position of the Commission is improving or weakening. Evaluation
of the overall economic health of the Commission would extend to other nonfinancial factors
in addition to the financial information provided in this report.

The statement of activities present information showing how the Commission’s net asscts
changed during the current fiscal year. All current year revenues and expenses area included
regardless of when cash is received or paid. An important purpose ol this statement is to
show the financial reliance of the Commission’s distinct activities or functions on revenucs
provided by the users of its services.

The government- wide financial statements report governmental activities of the Commission
that are principally supported by charges tor services. Governmental activities include
gencral governinent only.

Fund financial statements

A fund is an accountability unit used to maintain control over resources segregated for
specific activities or objectlives, The Commission uses funds to ensure and demonstrate
compliance with finance-related laws and regulations. All of the [unds of the Commission
are governmental funds that are used 1o account for all of the Commission’s basic services
and are reported as governmental activitics in the government-wide financial statements.
However. the focus is very different with fund statements providing a distinctive view of the
Commission’s governmental funds. These statements report short-term fiscal accountability
focusing on the use of spendable resources during the year and balances of spendable
resources available at the end of the year. They are useful in evaluating annual financing
requircments of governmental programs and commitment of spendable resources for the
near-term.

Statement of hduciary [und net assets

Fiduciary (agency) funds are used to account lor resources held for the benefit of tuxing
bodies. As these resources are not available to support the Cammission, the tiduciary
(agency) fund s not reflected in the government-wide financial statements. The Commission
however bencfits by maintaining these funds in the form of fees.



4. Notes to financial statements

The accompanying notes to the financial statements provide information essential to a full
understanding of the government-wide and fund financial statements.

In addition to the basic financial statements, the Commission also includes in a subsequent section
of this report additional information to supplement the basic financial statcments.

Government-Wide Financial Analysis

The following provides a summary of the net asscts of the Commission’s governmental activities
as of June 30:

2010 2009
Current and other assets $ 218233 % 175,350
Capital assets 9.877 16,307
Total assets S 228.110 % 191.657
Other liabilities $ 33415 % -
Long-term liabilitics 7,522 8.39]
Total liabilities $ 40937 3 8.391
Net assets:
Invested in capital asset S 9877 % 16.307
Unrestricted 177.296 166,959

{3

Total net assets 187,173 § 183,266

As noted earlier, net ussets may serve over time as a usetul indicator of the Commission’s financial
position. The Commission will use the unrestricted net assets to meet the ongoing obligations to
users of its services and creditors.

By far the largest portion of the Commission’s net assets as of June 30, 2010 (94.7%) consists of
unrgstricted net assets. The remaining portion retlects the Comimission’s investment in capital assets
{lurniture, equipment, and a vehicle). The Commission uses these capital assets to provide services
to users of it services; consequently. these assets are not available for future spending.



The following summurizes the Commission’s net asset changes as of June 30:

2010 2009
Revenucs:
Program revenues:
Charges for services S 248,241 § 257280
General revenues:
I[nterest and miscellaneous 2.144 2,998
Total revenues S 250385 $ 260278
Expenses:
Current:

General government 254.869 257.305
Change in net assets S( 4484 § 2.973
Net assets - beginning 191.657 180.293
Net assets - ending § 187173 $ 183,266

The Commission’s program revenues decreasced by $9,893 with the total cost of all programs and
services also decreasing by $2.436.

Program revenues derive directly from the program itself and as a whole, reduce the cost of the
function to be financed from the Commissions” general revenues.

Financial Analysis of Governmental Funds
As of June 30, 2010 the Commission’s governmental fund reported an ending fund balance of
$184.818, an increase of 39468 from S$175.350 as of June 30, 2009. The fund baluance was
unrcserved and undesignated lor both years.

General Fund Budgetary Highlights

The Commission made no amendment to its original budget and there were no unfavorable variances
ol 3% or more with the final budgeted amounts,



Capital Asscts

The Commission’s investment in capital assets. net of accumulated depreciation. for the
governmental activities as of June 30, 2010 was $9.877 compared to $16.307 as of June 30, 2009,
The Commission’s only capita] asset addition during the current fiscal year was the purchase of a
desk.

Economic Factors and Next Year’s Budget

The Commission foresees minimal changes in operations for the next fiscal year except for the
purchase of approximately $37,000 of computer upgrades. The adopted budget for the year ending
June 30, 2011 included 530,000 as available fund balance while $184.818 was actually available.

Requests for Information

This financial report is designed to provide a general overview of the Commission’s finances for all
thosc with an interest in the Commission’s linances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to Ron
Carter, Administrator, Post Otfice Box 672, Bastrop, Louisiana 71221-0672,
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MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISIANA

STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES

Cash
Certificates of deposit
Restricted cash

June 30, 2010

ASSETS

Capital assets, net of depreciation

Total assets

Accounts payable
Accrued salaries
Payable from restricted cash
Long-term liabilitics:
Due within one year
Due in more than one year
Total liabilities

Invested tn capital assets
Unrestricted
Total nct asscts

Total Liabilities and net assets

LIABILITIES

NET ASSETS

See notes to financial statements.
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S 93,560
100,000
24,673

9,877

$ 228,110

$ 5,670
3,084
24,661

136
7,386

S 40,937

S 9,377
177.296
$ 187,173

$ 228.110



MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISTANA

STATEMENT OF ACTIVITIES - GOVERNMENTAL ACTIVITIES

As of and for the Year Ended June 30, 2010

Expenses:
Current:

General government:
Personal services
Operating services
Professional services
Travel and education
Depreciation

Total expenses
Program revenucs:
Charges for services

Net program revenue (cxpenses)

General revenues:
Interest and miscellaneous

Change in net assets
Net assets - beginning

Net assets - ending

See notes to linancial statements.

9.

S 183,769
33,384

19.029

9.407

9.280

$ 254,869

248.241
3 6.628)
2.144
3 4,484)

191.657

$ 187,173



MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISIANA

BALANCE SHEET - GOVERNMENTAL FUND - GENERAL FUND

June 30, 2010

ASSETS

Cash
Certificates of deposit
Restricted cash

Total assets

LIABILITIES AND FUND BALANCE

Liabilities;

Accounts payable

Accrued salaries

Payable from restricted cash

Total liabilities

Fund balance - unreserved and undesignated

Total liabihities and fund balance

Seec notes to financial statements.
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$ 93,560
100,000
24,673

$ 218.233
5 5,670
3,084

24,661

$ 33,415

184818

b 218,233



MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP. LOUISIANA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE - GOVERNMENTAL FUND - GENERAL FUND
As of and for the Year Ended June 30, 2010

Revenues:
Charges for services $ 248,24]
Interest and miscellaneous 2.144
Total revenues S 250,385

Expenditures:

Current:

General government:
Personal services $ 176,247
Operating services 33.384
Professional services 19.029
Travel and education 9 407
Capital outlay 2,850
Total expenditures h 240917
Net change in fund balance 3 9,468
Fund balance - beginning 175,350
Fund balunce - ending 3 184.818

See notes to financial statements.



MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISIANA

RECONCILIATION OF GOVERNMENTAL FUND BALANCE SHEET
TO GOVERNMENT-WIDE STATEMENT OF NET ASSETS
As of and for the Yecar Ended June 30, 2010

Total fund balance - governmental fund balance shect $ 184818

Amounts reported for governmental activities in statement of net
assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the fund.

9.877
_Long-term liabilities are not due and payable in the current period
and therefore are not reported in the funds. ( 7.522)
Total net assets of governmental activities - povernment-wide
statement of net assets 3 187.173

See noles to financial statements.



MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP. LOUISIANA

RECONCILIATION OF GOVERNMENTAL FUND STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALLANCE
TO GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
As of and for the Year Ended June 30, 2010

Net change in fund balance - governmental fund $ 9.468
Amounts reported tor governmental activities in statement of
activities are differcnt because:
Govermnmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets 1s allocated over
their estimated useful lives and reported as depreciation expense.
This is the amount by which depreciation expense ($9,280) exceeded
capital outlays ($2,850) in the current period. { 6,430)
Compensated absences reported in the statement ot activities do not
require the use of current financial resources and therefore are not
reported as expenditures in the governmental funds. { 7.522)
Change in net assets - government-wide statement of activities Y 4.484)

See notes 1o financial statements.



MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
As of and for the Year Ended June 30, 2010

Note 1. Organization and Summary of Significant Accounting Policies

Morchouse Sales and Use Tax Commission (the "Commission™) was created by joint
agreement of the sales and use taxing bodies of Morchouse Parish, Louisiana, on May 7,
1992, in accordance with Louisiana Revised Statute 33:2844. The purpose of the
Comumission is to provide centralized collection, cnforcement, and administration of sales
and use taxes within Morehouse Parish. The governing body of the Commiission is
comprised of nine non-compensated board members which are appointed as follows:

Members

Appointed
Morehouse Parish School Board 2
Morehouse Parish Police Jury |
Sherift of Morchouse Parish 1
City of Bastrop 2
Village of Mer Rouge 1
Village ol Bonita 1
Village of Collinston l

Each appointee of Morchouse Parish School Board and City of Bastrap. as well as the
appointees of Morchouse Parish Police Jury and Sheriff of Morchouse Parish, have one full
vote as a commissioner and the appointees from Village of Mer Rouge, Village of Bonita,
and Village ot Collinston have one-third vote each as a commissioner. Each appointed
comunissioner serves a one year termm ending on June 30th of each year.

On December 21, 1999, the Commission entercd into a joint agreement with Morehouse
Parish Tourism Commission to collect, entforce, and administer the respective hotel/motel
occupancy tax as authorized and levied by Morehouse Parish Tourism Commission within
the boundaries of Morehouse Parish. The joint agreement also authorizes the Commission
to institute suits in the name of Morehouse Parish Tourism Comimission to enforce the
collection of such tax.

The joint agreement with Morehouse Parish Tourism Commission was renewed eflective
May [, 2006 and runs in perpetuity provided, however, that either party may withdraw from
the agreement upon 90 day written notice 10 the authorized representative.  For services
performed by the Commission under the joint agreement. Morehouse Parish Tourism
Commission pays the Commission $30 per month for collection of ten and under account
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NOTES TO FINANCIAL STATEMENTS

transactions of any tax activity. If the number of tax account activities exceeds the
maximum of ten accounts, the collection fee will be negotiated between the two parties and
attached as an amendment to the agreement.

Governmental Accounting Standards Board (GASB) Statement No. 14, The Reporting
Entitv, established criteria for determining the governmental reporting entity and
componcnt units that should be included within the reporting entity. Under provisions of
this statement, the Commission is a jointly appointed stand-alone government, as it meets
neither the criteria of a primary government, nor a component unit, Since its governing
board is not elected, and it is not fiscally dependent upon any of the constituent
governments. As used in GASB Statement No. 14, fiscally independent means that the
Commission may, without the approval or consent of another governmental entity,
determine or modify its own budget and set its own rates or charges. The Commission has
no component units, defined by GASB Statement No. 14 as other legally separate
organizations for which the appointed Board of Commissioners are tinancially accountable.

The more significant of the Commission’s accounting policies are described below:
Government-Wide Financial Statements:

The government-wide financial statements include the statement of net assets and the
statement of activities. These statements report financial information for the
Commission as a4 wholce.

The statement of activitics reports the expenses of a given {unction offset by program
revenues directly connected with the functional program. A function is an assembly
of similar activities summarizing the fund to capture the expenses and program
revenucs associated with a distinet functional activity. Program revenues include
charges for services which report charges to users of the Commission’s services. These
revenues are subject to externally imposed restrictions to these program uses. Other
revenue sources not properly included within the program revenues are reported as
general revenues.

Fund Financial Statements:

Fund financial statements are provided for governmental funds with the major
governmental fund reported in a single column.



NOTES TO FINANCIAL STATEMENTS
Basis of Accounting, Measurement Focus, and Financial Statement Presentation:

The financial statements of the Commission arc prepared in accordance with generally
accepted accounting principles (GAAP).

The government-wide statements report using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows.

Government fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurable and available. Available means collectible
within the current period or soon enough thereafler to pay current liabilitics.
Expenditures are recorded when ihe related fund liability is incurred. There are no
major revenue sources susceptible to accrual.

Fiduciary fund reporting focuses on net assets and changes in net assets. These funds
arc custodial in nature (asscts equal liabilities) and do not involve measurement of
results of operations. Consequently, fiduciary funds have no measurement focus, but
usc the modified accrual basis of accounting.

Fund Type and Major Fund:

The Commission reports the General Fund as a major governmental fund. The General
Fund is the general operating fund of the Commission and accounts for alf financial
resources.

Budgets and Budgetury Accounting:

The budget for the General Fund was proposed by the Commission’s administrator
and formally adopted by the Board of Commissioners on June 29, 2009, The annual
budget is prepared in accordance with the basis of accounting utilized by the fund. The
Commission’s administrator is authorized to transfer budgeted amounts within the
functions; however, any revisions that alter total expenditures, resulting from revenucs
cxceeding amounts estimated. require approval of the Commissioners.  All annual
appropriations lapsc at the end of euch fiscal year.

-16-
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NOTES TO FINANCIAL STATEMENTS
Use of Estimates:

The preparation of financial statements in conformity with accounting principles
generally accepied in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Cash:

Cash includes amounts in interest bearing demand deposits. Under state Jaw. the
Commission may deposit funds in demand deposits, interest-bearing demand deposits,
or time deposits with state banks organized under Louisiana law or any other state of
the United States, or under the laws of the United States.

Certificates of Deposit:

State statutes authorize the Commission to invest in United States bonds, treasury notes
and bills, or certificates or time deposits of state banks organized under Louisiana law
and national banks having principal offices in Louisiana. Il the original maturities of
time deposits exceed 90 days, they are classified as certificates of deposit: however, if
the original maturities are 90 days or less, they are classified as cash equivalents.
Nonparticipating investment contracts, generally certificates of deposit. are reported
at cost, which approximates market value.

Restricted Assets:

Restricted assets are reported for cash legally restricted for specified uses such as the
repayment of sales taxes paid under protest.

When both restricted and unrestricted resources are available for use, it is the
Commission’s policy to use restricted resources first. then unrestricted resources as
needed.

Cuapiwal Assets and Depreciation:
The Commission’s [urniture. equipment, and vehicle with uselul lives of more than one

year are stated at historical cost. Capital assets arc comprehensively reported in the
government-wide financial statements.

-17-



NOTES TO FINANCIAL STATEMENTS

The Commission generally capitalizes asscts with cost of $1.000 or more as purchase
outlays occur. The costs of normal maintenance and repairs not adding to an asset’s
value or materially extending its useful life are not capitalized. Capital assets are
depreciated vsing the straight-line method over estimated useful lives of five years.
Upon disposition of capital assets, the cost and applicable accumulated depreciation are
removed from the respective accounts, and the resulting gain or loss is recorded in
operations.

Accumulated Compensated Absences:

Allowable annual vacation and sick leave is prescribed by the Commission’s personnel
policy, based on length of continuous employment by the Commission, accrued on an
employment anniversary basis, and accrued to specified maximums. Hourly employces
may elect compensatory time in lieu of overtime pay with proper documentation and
approval by the Commission’s administrator. Compensatory time is granted to
supervisory personnel in lieu of overtime pay.

The Commission’s recognition and measurement criteria for compensated absences
follows:

GASB Statement No. 16, Accounting for Compensated Absences. provides that
vacation leave and other compensated absences with similar characteristics should be
accrued as a lability as the benefits are earncd by the employees il both of the
following conditions are met:

1. The employees” rights to reccive compensation are attributable to services
already rendered.

2. Tt is probabie that the employer will compensate the employee lor the benefits
through paid time otT or some other means, such as cash payments at termination
or retirement.

GASB Statement No. 16 provides that a [iability for sick leave should be accrued using
one of the following approaches:

1. An accrual for carned sick leave should be made only to the extent it is probable
that the benefits will result in termination payments, rather than be taken as
absences due to illness or other contingencies, such as medical appointments and
funerals.



NOTES TO FINANCIAL STATEMENTS

[

Alternatively. a governmental entity should estimate its accrucd sick leave
liability based on the sick leave accumulated at the balance sheet date by those
employees who currently are eligible to receive termination payments as well as
other employees who are expected to become eligible in the future to receive
such payments.

Annual vacation time should bc taken in the year following that in which it was
accrued but if not, a maximum of five days can be carried torward to use during the
next ycar. f an employec is unable to utilize any vacation days over the maximum that
may be carricd forward. then the unused portion will be credited as extended sick leave.

Estimated accrued compensated absences resulting from unused vacation and
compensatory time at the end of the fiscal year are recorded as long-term liabilities in
the government-wide financial statements. No liability is recorded for nonvesting
accumulating rights to receive sick pay benelits. Compensated absences are paid from
the fund responsible for the employee’s compensation.

Long-Term Liabilities:

Accrued compensated absences are reported as liabilities in the government-wide
financial statements. Expenditures for compensated absences are recorded in the fund
financial statements only when payment is made.

Accounting principles generally accepted in the United States of America require that
postemployment benefits for retired employees be accrued and reported as liabilities
in the government-wide lmancial statements. The Commission did not accrue such
benetits for the year ended June 30, 2010 tor the governmental activities.

Equity Classifications:

In the government-wide financial statements, equity 1s classificd as net assets and
further classified as invested in capital assets (consists of capital assets net of
accumulated depreciation) or unrestricted (consists of all other assets).

In the [und financial statements, the governmental tund balance s classificd as
unreserved and undesignated as amounts are available for appropriation and not legally
restricted for specified purposes.

Revenue Recognition:

Fees for the collection of sales and use taxes are recorded when the Commmission 1s
entitled to the funds which is normally the same month the taxes are collected by the

Commission.
-19-



Note 2.

Nole 3.

NOTES TO FINANCIAL STATEMENTS
Cash and Certificates of Deposit

As of June 3¢, 2010, the Commission had cash and certificates of deposit (book balances)
as [ollows:

Interest-bearing demand deposits S 118.033
Certificates of deposit 100.000
Petty cash 200

The deposits are stated at cost, which approximates market. Under state law, the deposits
(or the resulting bank balances) must be secured by federal deposit insurance or the pledge
of sccurities owned by the fiscal agent bank. The market valuc of the pledged securities
plus the federal deposit insurance must at all times equal the amount on deposit with the
fiscal agent. Thesc sccurities are held by the Comimission or its agent in the name of the
Commission in a holding or custodial bank that is mutually acceptable to both parties.

Asof June 30, 2010, the Commission had $816,890 in deposits (collected bank balances).
These deposits were securcd from risk by $345,137 of federal deposit insurance and

$471.753 of pledged securities held by the financial institution.

Although the Commission is compliant with state imposed investinent restrictions, it has
not formally adopted deposit and investment policics.

There were no repurchase or reverse repurchase agreements as of June 30, 2010.
Restricted Cash and Liability Payable (rom Same

Restricted assets of 524,673 consist of funds required to be maintained and the use is
restricted to the repayment of sales tax paid under protest.
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NOTES TO FINANCIAL STATEMENTS
Note 4. Capital Assets

Capital asset and depreciation activity for the year ended June 30, 2010 of the Commission
15 s follows:

Balance Balance
July L. June 30.
2009 Increases  Decreascs 2010
Capital assets being
depreciated:
Furniture and equipment $ 44216 $ 2.850 § - $ 47,066
Vchicle 18,784 - - 18,784
Total capital assets being
depreciated $ 63000 $ 2.850 % - § 65850
Less accumulated
depreciation:
Furniture and equipment $( 32,465 B 5527 8§ - % 37.988)
Vehicle ( 14228) _( 3.757) - ( 17.985)
Total aceumulated
depreciuation S(46.693) S 9280 3 - S 55,973
Total capital assets being
depreciated, net $ 16.307 S 64307 % - % 9.877

Note 5. Long-Term Liabilities

The lollowing ts a summary of the trunsactions of the Commission’s long-term liabilities
for the year ended June 30, 2010:

Compensated

Abscnces

Balance - July 1, 2009 $ 8.391
Retirements ( 869)
Balance - June 30, 2010 hy 7.5822
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Note 6.

NOTES TG FINANCIAL STATEMENTS

The following is a summary of the current (duc within one year) and long-term (due within
more than one year) portions of long-term liabilities as of June 30, 2010:

Compensated

Absences

Current portion ¢ 136
Long-term portion 7.386
Total 7,522

As of June 30, 2010, employees of the Commission had accumulated and vested
compensated absences which were computed in accordance with GASB Statement No. 16.
The total amount accrued as of June 30, 2010 is reported in the statement of nct assets as
long-term liabilities.

Pension Plan
Plan Description:

All full-time employees of the Commission are members of Municipal Employees’
Retirement System ot Louisiana (the “System™), a cost-sharing, multiple-employer,
defined benefit pension plan administered by a separate board of trustees. The System
is composed of two distinct plans, Plan A and Plan B, with separate assets and benefit
provisions. All employces of the Commission are members of Plan A.

Employee Eligibility Requirements:

All permanent employees working at least 35 hours per week who are not covered by
another pension plan and are paid wholly or in part from Commission funds are eligible
1o participate in the System. Under Plan A, cmployees who retire at or after age 60 with
at least 10 years of creditable service, at or alter uge 55 with at least 25 years of
creditable service, or at any age with at least 30 years of creditable scrvice are entitled
to a retirement benefit, payable monthly for life. equal to 3% of their final-average salary
for each year of creditable service. Final-average salary is the employee’s average salary
over the 36 consecutive or joined months that producces the highest average. Employees
who terminate with at least the amount ot creditable service stated above, and do not
withdraw their employce contributions, may retire at the ages specified above and receive
the benelit acerued to their date of termination. The System also provides death and
disability benefits. Benefits are established or amended by state statute.
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Note 7.

NOTES TO FINANCIAL STATEMENTS

The System issucs an annual publicly available financial report that includes financial
statements and required supplementary information for the System. That report may be
obtained by writing to Municipal Employees’ Retirement System of Louisiana, 7937
Office Park Boulevard, Baton Rouge, Louisiana 70809, or by calling (225) 925-4810.

Funding Policy:

Under Plan A, members are required by state statute to contribute 9.25% of their annual
covered salary and the Comuuission is required to contribute at an actuarially determined
rate. The current rite is 13.5% of annual covered payroll. Contributions to the System
also include 174 of 1% (except Orleans and East Baton Rouge Parishes) of the taxes
shown to be colleetible by the tax rolls of each parish. These tax dollars are divided
between Plan A and Plan B based proportionately on the salaries of the active members
of cach plan. The contribution requirecments of plan members and the Commission are
established and may be amended by state statute. As provided by Louisiana Revised
Statute 1 1:103, the employer contributions are determined by actuarial valuation and are
subject to change each year based on the results of the valuation for the prior fiscal year,

The Commission’s contributions to the System under Plan A for the years ended June 30,
2010, 2009. and 2008 were S16,877, $17,472, and $17,268, respectively, equal to the
required contributions for each year.

Legislative Changes:

Act 584 of 2006 implemented a new plan ot benefits for employees hired Januvary 1. 2007
and later. The changes affected the final average compensation, eligibility ages for
normal retirement, years of service required for disability retirement eligibility, and the
payment date of actuarial cost of leave conversion.

Postemployment Heulth Care Benefits

The Commission provides certain continuing health care insurance for its retived
employees. Substantially all of the Commission’s employees become eligible for this
benelit i’ normal retirement age is attained while employed by the Commission. This
benefit for retirces and a similar benefit for active employees are provided through an
tnsurance company whose monthly premiums are paid by City of Bastrop with the
Commission making reimbursement payments. The Commission’s costs of providing
health care benefits are recognized as expenditures when the monthly reimbursements are
due.

Accounting principles generally accepted in the United States of America require that

postemployment benefits for retired employees be accrued. The Commission did not

accrue such benefits for the year ended June 30, 2010 for the governmental activities.
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NOTES TO FINANCIAL STATEMENTS

Note 8. Changes in Due to Taxing Bodies

Balance July I, 2009

Collections:
Sales and use tax
Hotel/motel occupancy tax
Intercst
Total collections

Remittances:
Taxes distributed:
Morehouse Parish School Board
Morehouse Parish Police Jury
Morehouse Parish Sherift
City ot Bastrop
City of Bastrop Sales Tax District No. |
Village of Mer Rouge
Village of Bonita
Village of Collinston
East School District
Morchouse Purish Tourism Commission
Refunded sales and use tax
Non-sufticient funds uncollected
Bank fees
Reimbursed Commission’s costs
Collection fee 1o Morchouse Sales and Use Tax Commission
Total remittances

Qther

Balance June 30, 2010

4

$ 7,260

$ 14,126,634
46,270

438

$ 14173342

§ 57398040
1,349,855
1,349,516
4,550.730
902,088
246,102
26,228
21,347
299
46,169
7.368
7,173
2227
28,732
249.799

$ 14,185,673

$ 5.071
5 -



NOTES TO FINANCIAL STATEMENTS
Notc 9. Contingencies and Risk Management

The Commission is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The Commission carries commercial insurance for all risks of loss, including workers’
compensation and cmployee health and accident insurance. There have becn no significant
reductions in the insurance coverage from coverage in the prior year. Settlements have not
exceeded insurance coverage for each ol the past three fiscal years.

As of June 30, 2010, the Commission had received a claim for refund of sales taxes in the
amount of S185,517 for periods from January 2005 through July 2008. According to the
Commission’s legal counsel, the likely outcome of the litigation is impossible to predict
with any degree of comfort and the claim is being vigorously defended.

Related litigation has also heen referred to the Commission’s legal counsel for payment of
sales taxes under protest beginning in January 2010 by the sume taxpayers requesting the
refund. Again, it is impossible to predict the outcome of this case. As to the payments
under protest, considering the fact that those payments are being held in escrow. the only
exposure to the Commission if the case is decided adverse 1o the Commisston would be
statutory interest on the amounts refunded from escrow (see Note 3).
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MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISIANA

BUDGETARY COMPARISON SCHEDULE - GOVERNMENTAL FUND - GENERAL FUND
As of and for the Yecar Ended June 30. 2010

Variance -
Budget Favorable
Original Final Actual  (Unfavorable)
Revenues:
Charges for services $ 239,376 $ 239376 § 248,241 S 8.865
Interest and miscellaneous 3,300 3.300 2144 _( 1,156)
Total revenues $ 242676 S 242676 $ 250385 § 7.709
Expenditures:
Current:
General government;
Personal services:
Saluries $ 138,140 S 138,140 % 133,053 S 5,087
Retirement 18,446 18,446 16,877 1,569
Group health insurance 21,300 21,300 23497 ( 2,179
Payrofl taxes 2,115 2,115 1,990 125
Workers™ compensation
insurinee 1.175 1,175 830 345
Unecmployment insurance 1.000 1.000 - 1.000
Total personal services S 182,176 § 182.176 § 176.247 8 5929
Opcrating services:
Dues and subscription $ 1,000 % 1,000 S 1,165 $( 163}
Printed forms 2.000 2.000 - 2,000
Postage and permits 3.500 3.500 3606 ( 106)
Telephone 4.000 4.000 4422 422
Office rent and utilities 10,000 10.000 10803 ( 303)
Repairs and muintenance 4,000 4,000 6.679 2,679
Office supplies 3.000 3,000 5635 (2633
Computer upgrades 300 S00 1074 _( 574)
Total operating services $ 28000 3 28.000 3 33,384 $( 5,384)
(continued)



MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISIANA

BUDGETARY COMPARISON SCHEDULE - GOVERNMENTAL FUND - GENERAL FUND
(Continued)
As of and for the Year Ended June 30, 2010

Variance -
Budgel Favorable
Original Final Actual  (Unfavorable
Professional services:
Legal S 8,000 $ 8000 § 10831 $ 2,831)
Audit 7,000 7.000 5,940 1,060
Insurance 3,500 3,500 2.258 1,242
Total professional services $ 18.500 S 18,500 § 19.029  $( 529)
Travel and education 8 13.000 S 13.000 § 0407 $ 3,593
Capital outlay s LODO S 1.000 % 2.850 $( 1.850)
Totul general fund
expenditures $ 242676 % 242676 § 240917 $ 1,739
Net change in fund balance $ - $ - % 9468 S 9.468
Fund balunce - beginning 100,000 100.000 175.350 75,350
Fund balunce - ending 3 100,000 $ 100,000 $ 184818 $ 84,818
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HILL, INZINA & COMPANY

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Morehouse Sales and Use Tax Commission
Bastrop. Louisiana

We have audited the financial statements of the governmental activities and the major fund
of Morehouse Sales and Use Tax Commission (the “Commission™), as of and for the year ended
June 30, 2010, which collectively comprise the Commission’s basic financial statements and have
issued our report thereon dated December 16, 2010. We conducted our audit in accordance with
auditing standards generaltly accepted in the United States of America and the stundards applicable
to financial audits contained in Govermmnent Auditing Standards, issued by the Comptroller General
of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Commission’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statcments, but not for the purposc of expressing an opinion on the
effectiveness of the Comunission’s internal control over financial reporting.  Accordingly, we do not
express an opinion on the effectiveness of the Commission’s internal control over {inancial
reporting.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a deficiency,
or combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the Commission’s financial statements will not be prevented. or detected
and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deliciencies in
internal control over financial reporting that might be deficiencies, significant deficiencies, or
matcrial weaknesses. We did not identify any deficiencies in internal control over financial reporting
that we consider to be material weaknesses, as defined above, However, we identified a certain

IR-
Centified Public Accountants » A Professional Corporation
701 East Madison Avenuc « Bastrop, Louisiana 71220
Telephone 318-281-4492 » Fax 318-281-4087 « E-mail hillinzina@bellsouth.net
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deficiency in internal control over financial reporting, described in the accompanying schedule of
findings und questioned costs as item 2010-01 that we consider to be a significant deficiency in
internal control over financial reporting. A significant deficiency is a deficiency, or 2 combination
of deficicncies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission’s financial
statements are free of muterial misstatement, we performed tests of its compliance with certain
provisions of laws. regulations, and contracts, noncompliance with which could have a direct and
material eflfect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and. accordingly,
we do not express such an opinion. The results of our tests disclosed an instance of noncompliance
or other matters that is required to be reported under Government Auditing Standards and which 18
described in the accompanying schedule of findings and questioned costs as item 2010-2.

The Commission’s responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the Commission’s
responses and. accordingly, we express ne opinion on them.

This report is intended solely for the information and use of management and the Bourd of
Commissioncrs and 18 not intended to be and should not be used by anyone other than these specified
parties.

IstHill Inzina & Co.

December 16, 2010
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MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
WITH MANAGEMENT’S RESPONSE AND PLANNED CORRECTIVE ACTION
As of and for the Year Ended June 30, 2010

We have audited the financial statements of the governmental activities and the major fund
of Morehouse Sales and Use Tax Commission (the “Commission™), as of and for the year ended
June 30. 2010, which collectively comprise the Commission’s basic financial statements and have
issued our report thereon dated December 16, 2010. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroiler General
of the United States. Our audit of the financial statements as of Tune 30, 2010 resulted in a qualified
opinion on the governmental activities and an unqualified opinion on the major fund.

Section I - Summary of Auditor’s Report

Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based
on an Audit of Financial Statements Performed in Accordance with Governiment Auditing Standards

Internal Control
Significant Deficiencies ® Yes O No Maitcrial Weaknesses O Yes ® No

Compliance
Matertal to Financial Statements ® Yes O No

Scction II - Financial Statement Findings

2010-1  Inadequate Segregation of Duties (initially cited in first audit conducted by our firm
as of and lor the year ended Junc 30, 1994)

Criteria: Adequate scgregation of duties is essential to a proper internal
control structure.

Condition: The segregation of duties is inadequate to provide cifective internal
control.

Cuause: The condition is due to economic limitations.

Effect: Not determined.

Recommendation: No action is recommended.
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Management's
response and
planned cor-
rective action.

We concur in the finding, but it is not economically feasible for
correclive action to be taken.

2010-2  GASB Statement No. 45 Not Implemented (initial citing)

Criteria:

Condition:

Cause:

Etfect:

Recommendation;

Manuagement's
response and
planned cor-
rective action:

Not issued.

Accounting principles generally accepted in the United States of
America require that postemployment benefits for retired employees
be accrued in accordance with GASB Statcment No. 45, Accounting
and Financial Reporting by Emplovers for Postemplovment Benefits
Other Than Pensions.

The Commission did not implement GASB Statement No. 45 as
required for the fiscal ycar ended June 30, 2010.

Information as to the calculation required for recording the effects off
the statement was not readily available from affordable sources.

The amounts by which not implementing the statement would atfect
the liabilitics and net assets of the governmental activities arc not
known.

The Commission should acquire the necessary knowledge to record
the effects of implcmenting the statcment.

We concur in the finding. Our health care insurance premiums are
provided through an insurance company whosce monthly premiums
are paid by City of Bastrop with the Commission making
reimbursement payments.  Upon City ol Bastrop implementing
GASB Statement No. 45, our accrual will be made separately and
reported (o us as such.

Section III - Management Letter



2009-1

2009-1

2009-2

2000-3

2009-4

2009-5

MOREHOUSE SALES AND USE TAX COMMISSION
BASTROP, LOUISIANA

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS
As of and for the Year Ended June 30, 2010
Section I - Financial Statement Findings
Inadequate Segregation of Duties

Adequate segregation of duties is essential to a

proper intermal control. Unresolved - 2010-1.

Seciion II - Managemenlt Letter
Tax Distributions
$100 more of hotel/motel tux was distributed than was
collected while also approximately $4,000 more of sates
taxes were distributed than collected.
Coding Errors
$4.551 of hotel/motel tax was coded as sales tax revenue.
Interest Earned Not Distributed
The Board of Commissioners approved the distribution
of interest earned on the dishursement account in
October 2008 but such distribution has not been made
as of June 30, 2009,
Voided Receipls
Four *voided™ receipts were examined with only 75%
having three of the lour copics of the receipt retained
and intact in the spiral-bound book.
Deposit and Investment Policy
A formal deposit and investment policy his not been

adopted by the Board of Commissioners.
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Resolved.

Resolved.

Resolved.

Resolved.

Unresolved - QOral.



2009-6

Holiday Policy

Employees of the Commission were granted holidays
in addition to those specifically stated in the policy
manual without consent of the Chairman of the Board
of Commissioners.

Resolved.



